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and Placement with investors outside the United States of 
S on a $50 million issue of U.S. dollar bonds was announced 
on September 20 by Mr. Eugene R. Black, President of 
frica, the International Bank for Reconstruction and Develop- 
ment. When making the announcement, Mr. Black said, 
“Investors in twenty-three countries have purchased the 
bonds, and they have been accorded the widest geo- 
graphical distribution of any International Bank issue. 
| into Distribution on so broad a scale reflects the improve- 
notes ment in the world dollar position, as well as increasing 
to be interest on the part of foreign institutional investors in 
— international investment. It further reflects the willing- 
es of ness of the Bank’s member countries to cooperate with us, 
even to allowing the Bank to raise a part of its dollar 
| Lea- requirements in their investment markets.” 

The new issue, which constitutes the first private place- 
ment of direct dollar obligations of the Bank, is known 
as the Five-Year Bonds of 1954. Interest is at 214 per 

rence cent per annum, payable semiannually on March 15 and 
epted September 15, with the first payment falling due March 15, 
» Cur- 1955. The bonds are dated September 15, 1954 and 
bbean mature on September 15, 1959. They are subject to re- 
Trini- demption at par, either in whole or in part, on or after 
d the March 15, 1959. The bonds are marketable and Mr. 
50 to Black revealed that currently 10014 is bid for them in 
; and the New York market. 

notes . . . . “We 
alt tlie Subscriptions amounting to approximately $78 million 
"he were received for the new bonds, and allocations of the 
oin. $50 million principal amount were made to investors in 
or 23 countries: Australia, Austria, Belgium, Canada, Colom- 
54. bia, Cuba, Denmark, El Salvador, Ethiopia, Finland, 





France, Greece, Honduras, Italy, Japan, Mexico, Nether- 
lands, Nicaragua, Norway, South Africa, Sweden, Swit- 






Refinancing of K.L.M. 


K.L.M. (Royal Dutch Airlines) has refinanced with The 
Chase National Bank of the City of New York and The 
National City Bank of New York the balance of $5.6 
million due on a $7 million loan made in March 1952 
by the International Bank for Reconstruction and Devel- 
opment. Each of the two New York banks is refinancing 
$2.8 million, repayable in equal semiannual installments 
over a period of four years, with the first installment 


due January 1, 1955. 












Purchase of IBRD Dollar Bonds 
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zerland, and the United Kingdom. Investors subscribing 
to and purchasing, the issue included commercial banks, 
insurance companies, other financial institutions, private 
corporations, and special governmental accounts. 

The new issue raises the total of outstanding dollar 
bonds of the Bank to $715 million, of which it is esti- 
mated about $220 million, or more than 30 per cent, is 
held by investors abroad. Total issues of the Bank, in- 
cluding its non-dollar bonds, are now equivalent to 
$851 million, of which the equivalent of $325 million, or 
almost 40 per cent, is held by investors outside the 
United States. 

“The most significant development affecting the Bank 
over the last twelve months,” Mr. Black declared, “has 
been the very rapid expansion of the market for its 
bonds abroad. Of $225 million in dollar bonds of the 
Bank offered since September 1953, more than $100 mil- 
lion were purchased by investors outside the United 
States. In addition, the Bank sold five issues denominated 
in Swiss francs, Canadian dollars, Netherlands guilders, 
and pounds sterling in the period, and the total of these 
issues aggregated more than $70 million.” 

Principal agents for the Bank in the transaction were 
Morgan Stanley & Co. and The First Boston Corporation, 
which have acted as managers of investment syndicates 
that have underwritten and distributed four of the Bank’s 
preceding dollar issues. No underwriting or’ syndicate 
arrangements were involved in the placement of this latest 
issue. 

Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
September 21, 1954. 





International Bank Loan 


The original loan was made to finance the purchase 
of aircraft in the United States. The Chase National 
Bank participated in the original loan to the extent of 
$3.5 million, of which $1.4 million has been repaid by 
K.L.M. The balance of $2.1 million held by the Chase 


Bank is included in the refinancing. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
September 16, 1954. 
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Europe 
Sterling Exchange Rafe and London Gold Price 


The spot sterling exchange rate in New York fell on 
September 16 to $2.7934, the lowest quotation since 
October 1953, but subsequently recovered to $2.8014. 
This movement is explained in terms of seasonal influ- 
ences, the pattern being similar to that of last year, 
except that fluctuations are now recorded around a gen- 
erally higher sterling rate. 

The fall in the exchange rate had the effect of causing 
a sharp rise in the price of gold to the record figure of 
250s. 8d. per fine ounce. On September 21, the sterling 
rate was again quoted in New York at slightly less than 
$2.80, and the London gold price was 250s. 8d. 

Sources: The Financial Times, London, England, Sep- 
tember 17, 1954; The Wall Street Journal, New 
York, N.Y., September 22, 1954. 


French Experimental Trade Liberalization With OEEC 


On September 10, the French Government decided to 
increase the percentage of import liberalization with 
OEEC trading partners above the level of 53 per cent of 
private imports in 1948, which has been in effect since 
April 1954. It is planned to increase the percentage 
further, to 65 per cent by November 1, 1954, when France 
has to report to OEEC on her progress in liberalization. 
The French Government will not publish or communicate 
officially to OEEC a list of the newly liberalized com- 
modities until November 1, 1954, but will proceed to 
grant import licenses automatically for various com- 
modities which hitherto have been subject to quota. Ac- 
cording to the reactions of the market, the Government 
will then make the necessary adjustments or gradually 
extend the commodities liberalized de facto on this 
“experimental” basis. It seems that the experimental 
liberalization will apply first to roughly 7 per cent of 
imports from OEEC countries (various cotton goods, 
paper pulp, various chemical raw materials). There are 
indications that the “compensation tax,” which was levied 
in April 1954 on about one third of the then newly liberal- 
ized products, will be modified, the rate of 15 to 10 per 
cent being reduced to 13 to 8 per cent. 

Sources: Le Monde, Paris, France, September 11, 1954; 
Neue Ziircher Zeitung, Ziirich, Switzerland, 
September 13, 1954. 


Effects of Benelux Capital Liberalization 


The liberalization of capital movements within Benelux 
(see this News Survey, Vol. VII, pp. 17 and 28), appears 
to have contributed to a further fall of long-term interest 
rates on the Belgian capital market. In the Netherlands, 
however, interest rates have remained stable. 

During the past three months the quotation of the 4 


per cent Belgian Unified Debt has risen by 2.5 percentage 
points, to 94.75 per cent, and the quotation of the 2.5 per 
cent Belgian Perpetual Debt has increased by 3.5 points, 
to 62.5 per cent. Bonds of Belgian lottery loans seem 
to have been particularly in demand by Netherlands in. 
vestors, and quotations have risen between 4 and 6 points, 
Investments in bonds denominated in Belgian francs are 
reported to have been considerably larger than invest. 
ments in guilder loans on the Netherlands market for 
account of the Belgian economy. Two guilder loans 
have been issued since the liberalization of Benelux 
capital movements: a 3.75 per cent loan of 12.5 million 
guilders by the Municipality of Antwerp and a 4 per cent 
loan of 20 million guilders by Petrofina, a Belgian oil 
company. 

One factor that has stimulated Netherlands private 
investors to seek investments in Belgium is the lack of 
public issues for account of the Netherlands economy. 
Private enterprises borrow on the capital market very 
rarely, and the amounts involved are insignificant. More- 
over, municipalities and mortgage banks in the Nether- 
lands, to a growing extent, are not offering issues on 
the public capital market, but are borrowing on long 
term directly from institutional investors, which appears 
to be cheaper than the issuance of bonds for financing 
their capital requirements. Mortgage banks, for instance, 
borrowed a total of 49.5 million guilders (net) in 1953, 
and only one quarter consisted of bonds issued through 
the public market. The residual of 36.7 million guilders 
was borrowed by placing notes directly with institutional 
investors. 

Source: De Twentsche Bank N. V., Weekbericht, Am- 
sterdam, Netherlands, September 10, 1954. 


Liberalization of Swedish Dollar Imports 


After consultation with the Riksbank, the Swedish 
Government has liberalized a substantial share of dollar 
imports as a preliminary to the expected return to a 
system of freely convertible currencies. Imports of com- 
modities in several large groups are to be liberalized, the 
selection being made on the basis of prices and the com- 
petitive advantage which might be gained. The Govern- 
ment has also announced that imports from the OEEC 
countries will be increased beyond the present 91.4 per 
cent (1948 basis), liberalization being extended to shoes, 
linen, motorcycles, and certain paints and varnishes. 

The basic principle observed by Sweden since 1947 
in the control of imports of dollar goods has been that 
priority should be given to essential raw materials, fuel, 
and capital goods. Consequently, U. S. manufactured 
products have been allowed only limited access to the 
Swedish market. In the years 1951-53, the value of 
Swedish imports from dollar countries was of the 
order of SKr 1 billion (US$193 million) per annum. 
Such imports in 1953 were financed by exports to dollar 
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countries equivalent to SKr 773 million ($149 million), 
and by earnings from tourism and shipping freights 
equivalent to SKr 125 million ($24 million). Sweden 
also earned an appreciable quantity of dollars by export- 
ing to certain non-dollar countries. The Riksbank’s hold- 
ings of gold and U.S. dollars, excluding those received 
from the EPU, rose from SKr 872 million ($168 million) 
in December 1952 to SKr 1,147 million ($221 million) 
in December 1953 and to about SKr 1,389 million ($268 
million) on June 30, 1954, this last amount being roughly 
equivalent to one and a half year’s imports from the 
dollar area under the present import program. 


Source: Svenska Dagbladet, Stockholm, Sweden, Sep- 
tember 12, 1954. 


Finnish Foreign Exchange Position 


Finland’s net foreign exchange reserves, which had 
increased by Fmk 2.7 billion (US$12 million) in the 
first quarter of 1954, fell by Fmk 0.7 billion (US$3 
million) in the second quarter. At the end of June, the 
net reserves amounted to Fmk 29.9 billion ($130 mil- 
lion), compared with Fmk 17.5 billion ($76 million) on 
June 30 last year. The decline in the second quarter of 
this year was due to an increase in clearing debts to some 
Latin American countries. The gold and dollar reserves 
increased, a slight reduction in dollars being outweighed 
by receipts of 20 million rubles ($5 million) in gold from 
the U.S.S.R. (see this News Survey, Vol. VI, p. 392). 
Since the amount of these gold receipts equaled the in- 
crease during the quarter in credit balances with countries 
of the Eastern Bloc, holdings of Eastern currencies re- 
mained unchanged. A net increase of Fmk 1.2 billion in 
EPU currencies was caused mainly by a reduction in 
clearing debts, to Fmk 3.8 billion; the greater part of this 
debt is due to Western Germany and Denmark. At the 
end of June, net holdings of gold and dollars totaled 
Fmk 13.8 billion ($60 million), of EPU currencies 
Fmk 7.1 billion ($31 million), and of Eastern Bloc 
currencies Fmk 13.2 billion ($57 million); net indebt- 
edness in other currencies amounted to Fmk 4.2 billion 


($18 million). 


Import licenses were granted at about the same rate 
in the second quarter as in the first, except for Eastern 
Bloc currencies. Their total value for the first half of 
1954 was about 50 per cent above the value in the cor- 
responding period in 1953. The amount of outstanding 
licenses at the end of June was Fmk 64.1 billion, practi- 
cally unchanged from the figure at the end of March. 
Payments for imports are gradually approaching the 
level of licensing, and the amount of outstanding licenses 
is expected to decline when the replenishment of stocks 
reaches the goal that had been set. 


Source: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, July 1954. 


Italy and Convertibility 


Mr. La Malfa, the Alternate Governor for Italy of the 
International Monetary Fund, has stated that the Italian 
delegation to the Fund’s Annual Meeting would take a 
position in favor of a limited form of convertibility at a 
time when all the OEEC and EPU countries are able to 
support convertibility without disastrous consequences 
for their economies. Convertibility should be brought 
about by progressive stages. It implies above all the 
coordination of the financial policies of the various coun- 
tries, with provision for periodic consultation. A good 
deal has still to be achieved in coordinating financial 
policy between the European countries, and between them 
and the American countries. 


Source: Jl Sole, Milan, Italy, September 8, 1954. 


Germany's Abolition of the Blocked Mark and Other Relaxations 


Under new foreign exchange regulations of the West 
German Government, effective as of September 16, the 
system of blocked marks (sperrmarks) has been abol- 
ished. All blocked mark balances can now, at the option 
of the holder, be either transferred abroad via a payments 
agreement (i.e., to any EPU or Bilateral Account coun- 
try), or deposited in a partly convertible DM account, 
or deposited in a liberalized capital account, from which 
they can be withdrawn for investment and other purposes 
within Germany. No new blocked credit balances can 
arise after September 16; all DM claims of nonresidents, 
which under earlier regulations had to be credited to 
blocked accounts, are henceforth to be credited to liberal- 
ized capital accounts. The holders of these accounts can 
use them in five different ways: for transfer abroad by 
way of clearing under a payments agreement; for trans- 
fer to a partly convertible DM account; for transfer to 
the liberalized capital account of another foreign creditor, 
i.e., sale to another nonresident; for use for certain pur- 
poses in Germany, e.g., for tourism; and for certain 
kinds of investment in Germany. 

The liberalized capital accounts carry no interest. They 
combine, in effect, the privileges of partly convertible 
DM accounts in respect of transfers to other countries 
with the facilities of the former blocked DM accounts in 
respect of free use in Germany. In the latter sphere, the 
area of liberalized investment has been widened some- 
what; loans for a minimum period of five years and with 
a maximum rate of interest of 414 per cent can be made 
from a liberalized capital account without individual 
authorization. As before, the purchase of securities, ac- 
quisition of real property, and expenditures for building 
and reconstruction of foreign property in Germany are 
permitted. 

Liberalized capital accounts can be transferred at any 
time to a partly convertible DM account, but the reverse 
operation is not allowed. 
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In addition to these measures, other relaxations have 
come into force; they concern mainly the transfer of 
earnings from foreign investment in Germany and from 
German securities. Hitherto, these earnings, such as in- 
terest and dividends on DM securities, were transferable 
in freely convertible currency or via payments agree- 
ments, depending on the residence of the owner, but there 
were limitations concerning the time at which the earn- 
ings were due or the minimum length of time during 
which a security could be held by a foreigner. All these 
limitations were abolished as of September 16. 


Source: Bank deutscher Lander, Press Release, Frankfurt 
am Main, Germany, September 14, 1954. 


Austrian Foreign Exchange Measures 


Following the relaxation of exchange controls vis-a-vis 
EPU countries, which became effective August 16 
(see this News Survey, Vol. VII, p. 59), the Austrian 
Chamber of Commerce has again voiced its demands for 
permission for direct arbitrage and forward exchange 
transactions in EPU currencies (particularly deutsche 
marks, French francs, and Swedish kronor) as a further 
step toward convertibility. 


Under present regulations, the Austrian National Bank 
permits Austrian firms to exchange one EPU currency for 
another; but this can be done only by first converting 
foreign exchange proceeds into schillings, and then using 
the schilling proceeds to purchase foreign exchange. The 
Chamber points out that the total cost of such transac- 
tions is excessively high, now amounting to 1.1 per cent 
(including the margin between buying and selling rates 
as well as a commission of 14 of 1 per cent each way), 
and that it would be reduced considerably if direct 
arbitrage (with Austrian banks engaging in arbitrage 
transactions in certain EPU currencies abroad) were 
permitted. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Sep- 
tember 11, 1954. . 


Middle East 


Agricultural Credit in Arab Countries 


Invitations have been extended by the U.N. Food and 
Agriculture Organization to Egypt, Iraq, Jordan, Leba- 
non, Libya, Saudi Arabia, Sudan, Syria, and Yemen to 
participate in a technical meeting on agricultural credit 
to be held in Beirut from November 15 to November 30. 
This meeting is being organized by FAO in collaboration 
with the Arab League and the Ford Foundation. 

The main objective of the meeting is to provide an 
opportunity for an exchange of ideas and experiences 
on agricultural credit in the Arab countries, and to exam- 
ine the requirements for, and obstacles to, the expansion 
of rural credit essential for agricultural development. 
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Particular attention will be given to the policies and 
principles of agricultural credit that are applicable to 
the conditions and resources of the countries concerned, 
This is the second meeting of the kind since the recom. 
mendation of the 1951 FAO Conference urging countries 
to assign priority to measures promoting the establish. 
ment of credit facilities through regional meetings or. 
ganized by FAO. The first meeting on this subject was 
held in Guatemala in September and October 1952, serv- 
ing the Central American and Caribbean countries. 
Source: The Irag Times, Baghdad, Iraq, August 30, 1954, 


Egyptian Pound Quotations 


The averages of published percentage premiums in July 
and August 1954 for sterling, the U.S. dollar, and the 
deutsche mark in Cairo in the “import entitlement ac- 
counts” were as follows: 

July August 

(per cent) 
6.711 6.563 
10.690 (corrected) 10.575 
7.609 9.025 

The averages of published quotations for the “export 
pound” in Beirut and Ziirich during the same months 


were as follows: 


Sterling _ 
U.S. dollar 
Deutsche mark 


July 
Beirut (in Lebanese pounds 
per Egyptian pound) - 
Zurich (in U.S. dollars per 
Egyptian pound) 


August 
8.701 8.64 


2.62 2.62 
Sources: Al Ahram, Cairo, Egypt, various issues. 


Control of Ethiopian Mining Concessions 


Ethiopia has delegated administrative supervision and 


control over all mineral concessions, including existing 
concessions, to the Imperial Mining Board, an agency of 
the Ministry of Finance. Supervisory powers formerly 
were exercised by various Ministers or Departments of 
the Government. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., August 23, 1954. 


Lebanese Lifani River Development Plan 

The Lebanese Chamber of Deputies has approved a law 
establishing a National Litani Office as an autonomous 
government agency charged with the responsibility of 
drawing up annual construction programs for the de- 
velopment of the Litani River waters with respect to ir- 
rigation, drainage, potable water, and electrification. 
Development of the Litani River basin will be based upon 
a report presented to the Lebanese Government by the 
U.S. Foreign Operations Mission in Lebanon, providing 
for a coordinated development program over a period 
of 25 years, costing the equivalent of US$100 million. 
When completed, an estimated 626 million kilowatt hours 
of energy will be produced per year by the hydroelectric 
project. The plan also calls for the construction of ir- 
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rigation works which will furnish a full water supply to 
approximately 18,600 hectares of land and a partial 
supply to an additional 2,900 hectares. 

The Litani development project is considered one of 
the most vital for Lebanon’s economic development, and 
the parliamentary committee designated to study the 
project has recommended that a large share of the 
country’s finances be used to implement the plan in the 
shortest possible time. Some external financing is con- 
templated. 

Sources: Le Commerce du Levant, Beirut, Lebanon, 
July 31 and August 25 and 28, 1954; Depart- 
ment of Commerce, Foreign Commerce Weekly, 


Washington, D. C., August 30, 1954. 


Far East 


tconomic Developments in India in 1953-54 

The Annual Report of the Reserve Bank of India for 
the year ended June 30, 1954 states that the distinguishing 
feature of the Indian economy during the year was its 
over-all stability. To a certain extent this was the cul- 
mination of a disinflationary process initiated toward the 
close of 1951. During the year output in agriculture as 
well as in industry increased, with the result that more 
money was available for development and measures could 
be adopted to stimulate private trade and industry. Among 
steps taken to stimulate economic activity were a reduc- 
tion or adjustment of excise and export duties on certain 
commodities, the appointment of the Shroff Committee 
to study problems of finance in the private sector, the 
extension of aid in setting up a private corporation with 
the assistance of the International Bank for Recon- 
struction and Development, and a move to establish a 
government-owned industrial development corporation. 

There was a considerable easing of the money supply 
during the year. The expansion of the money supply 
during the busy season of 1953-54 (September 26, 1953 
to May 7, 1954) was more than twice that in the 1952-53 
busy season, and at the end of June 1954 the money 
supply exceeded that at the end of June 1953 by Rs 660 
million. In addition to the budget deficit and the balance 
of payments surplus, an increase in the lending opera- 
tions of the Reserve Bank contributed to the easing of 
the money supply. The Reserve Bank’s gross advances 
under the Bill Market Scheme in the period January- 
June 1954 amounted to Rs 1,220 million, against Rs 610 
million during the corresponding period of 1953. The 
Bill Market Scheme has since been extended, on the 
recommendation of the Shroff Committee, to all licensed 


scheduled banks, and the minimum limits in regard to in- 
dividual advances and individual bills have been reduced. 

The report states that a greater measure of balance be- 
tween supply and demand, both in the money market and 
in the market for goods, led to general stability of the 
price level. A decline in prices which has been noticed 


since April 1954 is likely to facilitate a greater develop- 
ment effort in the coming years. The general relaxation 
of controls which has taken place is said to have widened 
the scope for private trade. 

Measures were taken to promote exports through ad- 
justments in export duties and a liberalization of quota 
restrictions. These measures, together with increased 
demand for exports, resulted in a substantial improvement 
in export earnings in the fourth quarter of 1953, while 
increased domestic output made possible a reduction in 
imports. Accordingly, a balance of payments surplus 
on current account is expected for the year as a whole, 
though it may be somewhat less than the 1952-53 surplus 
of Rs 670 million (US$141 million). 

Source: Reserve Bank of India, Press Summary of the 
Twentieth Annual Report, Bombay, India, Sep- 
tember 10, 1954. 


Revision of Indian Import Policy 

The Government of India has relaxed import restric- 
tions on a number of items from hard and soft currency 
areas. Accordingly, certain import quotas have been 
liberalized without any increase in import duty, e.g., those 
pertaining to silk hosiery, sanitary ware, watches and 
parts, educational toys, golf balls, fishing rods, billiards 
accessories, smokers’ requisites, musical instruments, and 
cellulose adhesive tape. However, certain other import 
quotas have been liberalized but with a concurrent in- 
crease in import duty, e.g., those pertaining to automo- 
biles, beer, prints, engravings and pictures on paper or 
cardboard, cotton fabrics, sateen, velvet, velveteen, boots 
and shoes, cartridge cases, air guns and air pistols of 
the type used for shooting, razor blades, synthetic stones, 
haberdashery, millinery, drapery, and hosiery not other- 
wise specified. It has been decided to abolish import 
restriction on lead pencils, and to levy an import duty of 
two annas (2% U.S. cents) per pencil or 6674 per cent 
ad valorem, whichever is greater. The new policy provides 
for increased facilities for imports from hard currency 
areas for 13 items, including various iron and steel prod- 
ucts, precision and measuring tools, water meters, certain 
types of generator not covered by Open General License, 
fluorescent tubes, manual or animal-driven farm machin- 
ery, sewing machines, and power-driven duplicators. 

These adjustments are expected to involve the expendi- 
ture of about Rs 40 million (US$8.4 million) of addi- 
tional foreign exchange in six months, and will augment 
government revenues by about Rs 45 million ($9.45 
million). 
Sources: The Times of India, Bombay, India, Septem- 

ber 12, 1954; Embassy of India, Indiagram, 
Washington, D. C., September 14, 1954. 


Ceylon-Egypt Trade Agreement 
A trade agreement with Egypt has been approved by 
the Ceylon Cabinet. Under the agreement, Egypt will 
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license freely imports of goods from Ceylon. In return, 
Ceylon will buy at least Rs 20 million (US$4.2 million) 
worth of Egyptian goods, including cotton, cotton yarn, 
cement, and phosphates. 

Source: The Financial Times, London, England, Au- 


gust 27, 1954. 


Thailand to Aid Farmers 


In view of the decline in paddy prices, the Council of 
Ministers of Thailand has laid down the following plans 
to aid rice farmers: 

An agricultural bank will be established to grant loans 
to farmers at low interest rates. Until the bank is set 
up, however, the industrial bank will be in charge of 
lending operations. 

The Ministries of Finance and Agriculture will be asked 
to cooperate in providing 5 million baht to buy rice seed 
for farmers of 12 provinces, whose crops were affected by 
floods, drought, and pests during the last harvest season. 

Capital will be provided for loans to farmers of certain 
areas on the pledge of their rice. Since the farmers of 
these areas are suffering from the sharp fall in the price 
of rice and the accumulation of unsold stocks, they lack 
funds for the production of their next crop. 

Source: Bank of Thailand, Economic and Financial News 


Survey (in Thai), No. 83, Bangkok, Thailand, 
May 1954. 


United States and Canada 


Mid-Year Review of U.S. Budget 


The U.S. budget deficit for the year ending June 30, 
1955 is now estimated at $4.7 billion, compared with the 
estimate of $2.9 billion made last January; the actual 
deficit for the fiscal year 1954 was $3.0 billion. The 
increase in the estimated deficit results from a revised 
estimate of corporate income tax yields and from the 
legislative reduction in excise tax rates in April 1954, 
which indicate that receipts may be $3.3 billion less than 
estimated in January. The lower receipts are partly off- 
set by a $1.6 billion revision downward in estimated 
expenditures, owing largely to an expected decline in 
military outlays. The present estimate for total national 
security expenditures, $41.9 billion, compares with $46.2 
billion actually expended in fiscal 1954. Foreign eco- 
nomic aid expenditures are now expected to total $1.1 bil- 
lion, compared with $1.7 billion in fiscal 1954; aid to 
Western Europe will decline considerably, while aid to 
Korea and other underdeveloped areas will increase. 
Larger expenditures are expected for veterans’ services 
and benefits, housing and community development, agri- 
culture, and interest payments on the national debt. 


Source: Bureau of the Budget, Review of the 1955 Bud- 
get, Washington, D. C., September 14, 1954. 
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U.S. Treasury Financing 

The U.S. Treasury offered $4 billion in new deficit. 
financing securities on September 23. The new notes, 
dated October 4, will mature May 15, 1957 and bear in. 


terest of 154 per cent. This relatively short-term issue 
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(two years and seven months) is being offered rather 
than long-term bonds, since the market has been called 
upon to absorb large quantities of long-term private se- 
curities and is therefore considered unreceptive to long- 
term government issues at this time. Despite the Admin- 
jstration’s declared policy of replacing short-term with 
long-term issues, there has been only one security issued 
with more than eight years’ maturity ($1.6 billion in 
30-year bonds on May 1, 1953) since the Administration 
took office. Successful completion of the $4 billion issue 
will raise total deficit financing so far this fiscal year to 
$7.7 billion. Treasury officials have indicated that another 
$]-2 billion may have to be borrowed in December. 

Source: The Journal of Commerce, New York, N. Y., 

September 21, 1954. 


Cost of U.S. Price Support Program 


Losses realized under the U.S. agricultural price- 
support program reached a new high figure of $419 mil- 
lion in the fiscal year 1954, compared with $61 million 
in fiscal 1953 and a previous record of $345 million in 
1951. Realized losses represent the difference between 
receipts from the disposal of surplus commodities and 
payments to farmers in connection with price-supporting 
activities plus storage costs. On June 30, government 
investment in loans on and stocks of farm commodities 
amounted to $6 billion. It is estimated that such invest- 
ment will rise to almost $10 billion by early 1955, since 
large quantities of 1954 crops have just started flowing 
into government hands. Of the total, cotton, corn, to- 
bacco, and wheat accounted for 80 per cent on June 30. 
Source: The Wall Street Journal, New York, N. Y., Sep- 

tember 17, 1954. 


US. Industrial Production and Inventories 


Industrial production in the United States showed the 
usual seasonal rise of about 7 per cent from July to 
August, so that on a seasonally adjusted basis it remained 
at 124 per cent of the 1947-49 average, the same as in 
each month since April. Durable goods output rose about 
1 per cent in August, as increased production of ma- 
chinery, television sets, furniture, and building materials 
exceeded declines in automobile output. Production of 
nondurable goods also rose 1 per cent; slight increases 
in several industries more than offset a greater than 
seasonal decline in petroleum and coal products. Output 
of minerals declined nearly 2 per cent, owing to reduced 
activity in the coal and crude petroleum industries. 

Aggregate inventories in manufacturing and trade 
declined nearly 1 per cent in July, after seasonal allow- 
ance, most of the decline occurring in durable goods. 
From their peak in September 1953 durable goods inven- 
tories have been reduced nearly 9 per cent; on the other 
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hand, inventories of nondurable goods were slightly 
larger in July than ten months earlier. 


Source: The Journal of Commerce, New York, N. Y., 
September 16, 1954. 


Canadian Gross National Product 


The Canadian gross national product remained un- 
changed during the second quarter, at a seasonally ad- 
justed annual rate of $23.9 billion. The slight declines of 
the two preceding quarters were not continued, but the 
value of output was about 1 per cent less than in the 
second quarter of 1953 and 2 per cent below the annual 
rate for last year. The reduction from 1953 levels was due 
to smaller agricultural output. In the nonfarm sector, for 
which declines in production had been reported in the 
early months of this year, there was a small increase in 
the second quarter; gains in nondurable manufacturing 
industries and services exceeded decreases in durable 
goods manufacturing and construction. Employment was 
about 1 per cent less than in the second quarter of 1953, 
but labor incomes were maintained, because of higher 
wage rates, and personal disposable income rose by more 
than 5 per cent. Government expenditure, exports, in- 
ventory accumulation, and investment in nonresidential 
construction, plant, and machinery were lower than a 
year earlier, but housing and personal consumption out- 
lays were higher, and there was a sharp decline—11 per 
cent—in the value of imports. 

Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, September 13, 1954. 


Latin America 
Minimum Auction Premiums in Brazil 


Brazil’s minimum premiums for foreign exchange auc- 
tions have been increased for each of the five import 
categories, as indicated in the tabulation below. (In addi- 
tion to auction premiums, the importer also pays the 
official exchange rate of Cr$18.82 per U.S. dollar.) 


Minimums 
Established New 

Nov. 4°1953 Minimums 

(cruzeiros per U.S. dollar) 
I 10.00 
II 12.00 
III 15.00 
IV 20.00 
V 50.00 


Import 
Categories 


15.00 
18.00 
23.00 
30.00 
75.00 

The increase will not affect the auctions for such 
currencies as the U.S. dollar, sterling, German “dollars,” 
and Japanese “dollars,” since recent auction bids have 
substantially exceeded the new minimums; but it will 
affect the auction of other currencies which have been 
selling at or just above the old minimums. The increase 
in the minimum premiums follows the establishment of 
new export exchange rates on August 16 of approximately 
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Cr$31 per dollar for coffee and Cr$35 for other products 

(see this News Survey, Vol. VII, p. 63). 

Sources: Superintendency of Currency and Credit, /n- 
struction No. 103, Rio de Janeiro, Brazil, Sep- 
tember 16, 1954; The Wall Street Journal and 
The Journal of Commerce, New York, N. Y., 
September 21, 1954. 


Bolivian-Argentine Commercial Agreement 

The Foreign Ministers of Bolivia and Argentina signed 
on September 9 a commercial agreement providing for 
the exchange of Bolivian petroleum for Argentine live- 
stock up to a value of US$5 million. Argentina thus 
became the principal purchaser of Bolivian petroleum. 
Bolivia will also ship tin up to the equivalent of US$1.3 
million, lumber to a value of US$1 million, and other 
products to a value of US$1.7 million. In addition to 
livestock, Argentina will send to Bolivia wool up to 
US$2 million, quebracho extract up to US$0.4 million, 
and foodstuffs and manufactured goods up to US$1.62 
million. Both countries will permit the free transit of 
their products, which may be consigned to third countries. 
Also, Argentina will grant Bolivia facilities for the es- 
tablishment of free depots at river ports and seaports 
and at railway terminals. 


With the signing of this agreement, Bolivia became 
the fifth member of the Economic Union System; the 
other members are Argentina, Chile, Paraguay, and 


Ecuador. Agreements among the five member countries 
provide for the interchange of commodities valued at 
US$100 million. 

Three other notes also were signed by Bolivia and 
Argentina. The first regulates Argentine investments in 
Bolivia; the second provides for the construction of a 
railway to the Bolivian agricultural zone of Santa Cruz; 
and the third provides for the improvement of rivers 
along the border between the two countries. 

Source: La Prensa, New York, N. Y., September 10, 1954. 


Other Countries 
Australian Bank Advances 


The Governor of the Commonwealth Bank of Australia, 
in the Bank’s Annual Report for 1953-54, stated that bank 
advances in Australia had been fairly steady between 
December 1953 and March 1954—a period when there 
is normally a seasonal decline—and then had risen steeply 
in the spring and early summer of 1954. Some increases 
in advances may have been justified in the light of the 
growth of production and stocks, but the report states 
that the rise actually recorded “may well have been more 
than was required to maintain employment and provide 
for the growth of the economy,” and warns that “restraint 
will be necessary if bank advances are not to contribute 
to the emergence of excess demand.” 

Source: The Times, London, England, September 17, 
1954. 
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Western Samoan Currency and Banking 


A Select Committee of the Legislative Assembly of 
Western Samoa is considering the banking and adminis. 
trative problems associated with the establishment of an 
independent currency in Western Samoa. It has been 
suggested that, subject to agreement between the parties 
concerned, the Apia branch of the Bank of New Zealand, 
which is the sole trading bank in the territory, might be 
reconstituted as a separate entity, jointly owned by the 
Samoan Government, the Bank of New Zealand, and the 
Reserve Bank of New Zealand, with the essential functions 
of a central bank, a trading bank, and a savings bank 
included in its field of operations. The bank would he 
designed to manage the territory’s foreign currency re. 
serves, so that instead of maintaining identity with New 
Zealand in exchange rates and foreign exchange adminis. 
tration, as at present, Western Samoa would be in a 
position to establish when required separate exchange 
rates and to follow a course of action in foreign currency 
administration related to its own economy and trading 
position. In matters of policy, the bank would be guided 
by a board including representatives of the Samoan 
Government, the New Zealand Government, and the bank 
itself. 

While not necessarily accepting these proposals in 
full, the New Zealand Government has indicated that it 
would be prepared to consider action along these general 
lines if it were acceptable to the administrations and 
banks concerned. 

Source: South Pacific Commission, The Pacific Islander 
and Modern Commerce, Technical Paper No. 54, 
Noumea, New Caledonia, March 1954. 


Fund Transactions 

The record of exchange transactions published in /nter- 
national Financial Statistics, September 1954, shows that 
during the second quarter of this year three members of 
the Fund repurchased amounts of their currencies held 
by the Fund: Finland to an amount equivalent to $4.5 
million, Germany, $41.7 million, and Australia, $6 mil- 
lion. During the same quarter Mexico purchased $22.5 
million from the Fund. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 


The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D.C. 





